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Abstract 
One of recommendations to achieve the vision of The Financial Sector Blueprint 
launched by Bank Negara Malaysia (BNM) in year 2011 is to intensify the 
internationalization of Islamic finance through regional and global takaful/ retakaful 
outreach in Malaysia. While these discussions continue, the performance, 
particularly in the general or non-life sector whether has consistently achieve a 
productivity level that outpaced the conventional general insurance in Malaysia. This 
thesis examines the efficiency of general insurance and takaful industry in Malaysia 
during the period 2009 to 2013. A total of 31 of general insurance and 8 general 
takaful operators are selected in this study which cover all the firms in the general 
insurance industry. The inputs of claim expenses and management expenses, outputs 
of premium/ contribution earn and investment income are selected based on approach 
consistent with several literature to measure the efficiency scores. This study 
employed a non parametric approach which is Data Envelopment Analysis (DEA) 
base on input orientation measurement to estimate the technical efficiency, pure 
technical efficiency and scale efficiency to compare the difference between both 
industries sector. The model results based on constant return to scale (CRS) and 
variable return to scale (VRS) to assess the efficiency scores between both industries 
sector. The findings indicate that there is a significant difference in efficiency 
between takafui industry and insurance industry where that takaful has higher 
efficiency than conventional insurance throughout the year 2009 to 2013. The 
finding shows that the general takaful industry improves of their efficiency compare 
with previous literature where takaful have lower efficiency compare to conventional 
insurance. The Malmquist productivity index shows a significant improvement in 
overall productivity of both industry sectors. The study suggests diversified and more 
selective of risk business while underwrites the risk portfolio in general insurance 
and takaful industry in Malaysia reduce the claim ratio. 
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Abstrak 
Salah satu cadangan dalam pengantarabangsaan kewangan Islam di Malaysia untuk 
mencapai visi Pelan Sektor Kewangan yang dilancarkan oleh Bank Negara Malaysia 
( BNM ) pada tahun 2011 adalah mengukuhkan integrasi kewangan serantau dan 
antarabangsa dalam bidang takaful. Padahal, sektor takaful am di Malaysia hari ini 
sama ada telah mencapai satu tahap produktiviti yang mengejar konvensional 
insurans am. Tesis ini mengkaji tahap kecekapan konvensional insurans am dan 
takaful am di Malaysia pada tahun 2009 hingga tahun 2013. Sebanyak 31 daripada 
syarikat konvensional insurans am dan 8 syarikat takaful am yang merangkumi 
semua syarikat di dalam industry dipilih dalam kajian ini. Perbelanjaan tuntutan dan 
perbelanjaan pengurusan  dipilih sebagai faktor , sumbangan premi dan pendapatan 
perlaburan dipilih sebagai pendekatan untuk menguji skor kecekapan yang konsisten 
dengan kajian literatur terkenal.  Kajian ini menggunakan Data Envelopment 
Analysis ( DEA) berdasarkan penilaian input untuk menganggar kecekapan teknikal , 
kecekapan pure teknikal dan kecekapan skala untuk membuat perbandingan sama 
ada perbezaan antara sector konvensional insurans am dan takaful am. Model 
penilaian berdasarkan pulangan berterusan kepada skala (CRS) dan pulangan 
berubah kepada skala ( VRS ) digunakan untuk menilai skor kecekapan. Hasil kajian 
menunjukkan bahawa takaful mempunyai kecekapan yang lebih tinggi daripada 
konvensional insurans kebelakangan ini. Hasil kajian juga menunjukkan bahawa 
industri takaful am mancapai peningkatan dalam keekapan berbandingkan dengan 
literatur sebelumnya di mana takaful mempunyai lebih skor kecekapan lebih rendah. 
Indeks Malmquist perubahan produktiviti juga menunjukkan peningkatan 
keseluruhan yang ketara bagi kedua-dua sektor. Kajian ini mencadangkan insurans 
am dan takaful am mempelbagaikan risiko dengan lebih berwaspada apabila menilai 
insurans baru untuk mengurangkan nisbah tuntutan. 
 
Kata kunci: DEA , Kecekapan , Insurans, Islam , Takaful 
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CHAPTER ONE 
INTRODUCTION 
1.1   Introduction 
This chapter provides introduction to the conventional insurance and takaful 
background of Malaysia and international context. The problem statement 
and research question are also discussed followed by the research objectives, 
research methodology, the current scope and possible limitations of the study, 
and finally the layout of the research of overall study. 
 
1.2   Background of the Study 
Since early 1960, Malaysia insurance industry has grown dramatically in the 
recent decades which bring economic growth and national income increase. A 
remarkable progress of the Malaysia insurance industry which began in the 
year 1988 when Bank Negara Malaysia (BNM) started to regulate and 
supervise the industry. Before this, the insurance industry in Malaysia had 
been facing a period of structural changes under the unregulated environment, 
and now towards a significant regulated sector similar to the banking industry 
as controlled by central bank. An Insurance sector Master Plan of Malaysia 
(IMP) designed by BNM since 1990s with its main objective to build local 
insurers to gain a competitive advantage in the global insurance market. On 
the other hand, consumers also being protected by the insurance products 
purchase and served by a wide range of the products development (BNM).  
The contents of 
the thesis is for 
internal user 
only 
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